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1 . REP (A) IS HELPPUL TO US HERE. IT WAS NOT ENTIRELY 
CLEAR FROM REF (B) JUST HOW WE HAD RESPONDED TO THIS 
LATEST PLEA POR HELP IN PERSUADING THE IMF TO MODERATE 
ITS CONDITIONS. (PARA 3 OP REP (A) DOES NOT SPECIFICALLY 
SEEM TO REFER TO THAT POINT.) 

2. THE PERUVIANS, WHO ALONG WITH OTHER LATIN AMERICANS 
TEND TO THE BELIEF THAT THE USG CONTROLS THE PUND, HAVE 
BEEN ALTER US POR ABOUT A YEAR NOW POR HELP IN ARGUING 
THEIR CASE BEEORE THAT INSTITUTION. (PRESIDENT MORALES 
BERMUDEZ RAISED THE REQUEST WITH PRESIDENT CARTER IN 
THEIR TALK LAST SEPTEMBER.) WE AT THE EMBASSY HAVE 
CONSISTENTLY RESPONDED - INCLUDING TO THE PRESIDENT, 

THE POREIGN MINISTER AND THE MEMBERS OF THE GOP EBONOMIC 
TEAM - THAT THE USG DOES NOT CONTROL THE IMP AND THAT 
THE PUND STAPF OPERATES ON AN INDEPENDENT, TECHNICAL 
BASIS REMOVED PROM OUTSIDE INFLUENCE. IN THE CURRENT 
SITUATION WE HAVE EMPHASIZED THAT GOP AGREEMENT WITH THE 
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IMF IS THE FIRST PRIORITY. 

3. WHAT WE HAVE NOT DONE, HOWEVER, IS TO TAKE A POSITION 
IN THE CONTROVERSY BETWEEN THE GOP AND THE FUND STAFF 
OVER THE SHAPE AND EXTENT OF THIS COUNTRY'S AUSTERITY 
PROGRAM. OSTENSIBLY AT LEAST, THE PERUVIANS AGREE THAT 
INTERNAL AND EXTERNAL FINANCIAL BALANCE MUST BE RESTORED 
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THROUGH AN EFFECTIVE PROGRAM AGREED UPON WITH THE IMF. 

(AND, ALTHOUGH ALL OF US TEND TO LOSE SIGHT OE IT, A 
CONSIDERABLE DEGREE OF AUSTERITY HAS ALREADY BEEN IMPOSED 
ON THIS COUNTRY, AS THE ACCELERATING LABOR CONFLICTS AND 
DEPRESSED PRIVATE SECTOR ACTIVITY TESTIFY.) WHAT IS AT 
ISSUE IS THE PACE AND SEVERITY OE THE PROGRAM. THE 
PRESIDENT AND HIS COLLEAGUES HAVE ARGUED IN ESSENCE THAT 
THE FUND GIVES INSUFFICIENT WEIGHT TO SOCIAL AND 
POLITICAL COSTS; AND THAT A MORE MODERATE AND GRADUAL 
PROGRAM THAN THAT ADVOCATED BY THE EUND CAN BE PURSUED 
WITH EVENTUALLY ACCEPTABLE RESULTS. 

4. THE EMBASSY HAS NEITHER OEFERED THE GOP ANY JUDGMENTS 
ON THE MERITS INVOLVED IN THIS CONTROVERSY NOR 
REACHED DEFINITIVE PRIVATE CONCLUSIONS ON THE REAL LIMITS 
TO AUSTERITY IN PERU UNDER THIS GOVERNMENT. WE DO NOTE 

THAT A WEAK GOVERNMENT, DEPENDENT ON A DIVIDED AND BICKERING 
MILITARY INSTITUTION, FACES AN EXTRAORDINARILY DIEFICULT TASK IN 
TRYING SIMULTANEOUSLY TO IMPOSE HARSH AUSTERITY MEASURES AND 
RESTORE POLITICAL FREEDOM IN A COUNTRY AFELICTED BY WIDESPREAD 
POVERTY AND SOCIAL UNREST. WE ALSO NOTE THAT THE OOP'S DEPLORABLE 
INDECISIVENESS, LACK OF CREDIBILITY AND PUBLIC CANDOR IN 
DEALING WITH THE FINANCIAL CRISIS HAVE COMPOUNDED ITS PROBLEMS. 

5. THE EMBASSY WILL CONTINUE TO URGE THE GOP TO RESUME 
NEGOTIATIONS WITH THE FUND ASAP AS THE ESSENTIAL FIRST 
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STEP IN PUTTING ITS FINANCIAL HOUSE IN ORDER. WE 

SHALL ALSO CONTINUE OUR EFFORTS TO PERSUADE THE PERUVIANS 

THAT THE USG IS NOT A PARTY TO THOSE NEGOTIATIONS. 

SHLAUDEMAN 


CONFIDENTIAL 


NNN 


Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 



Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 


Message Attributes 


Automatic Decaptioning: Z 
Capture Date: 01 jan 1994 
Channei indicators: n/a 
Current Classification: UNCLASSIFIED 

Concepts: NEGOTIATIONS, DEVELOPMENT BANKS, GOVERNMENT DEBTS 

Control Number: n/a 
Copy: SINGLE 
Draft Date: 21 apr 1978 
Decaption Date: 20 Mar 2014 
Decaption Note: 25 YEAR REVIEW 
Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 20 Mar 2014 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1978LIMA03449 
Document Source: CORE 
Document Unique ID: 00 
Drafter: n/a 
Enclosure: n/a 
Executive Order: GS 
Errors: N/A 
Expiration: 

Film Number: D7801 74-0253 

Format: TEL 
From: LIMA 
Handling Restrictions: 

Image Path: 

ISecure: 1 

Legacy Key: Iink1978/newtext/t19780432/aaaabah2.tel 

Line Count: 98 
Litigation Code IDs: 

Litigation Codes: 

Litigation History: 

Locator: TEXT ON-LINE, ON MICROFILM 
Message ID: 8f1cefa9-c288-dd1 1-92da-001cc4696bcc 
Office: ACTION EB 

Original Classification: CONFIDENTIAL 
Original Handling Restrictions: LIMDIS 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 2 

Previous Channel Indicators: n/a 

Previous Classification: CONFIDENTIAL 

Previous Handling Restrictions: LIMDIS 

Reference: 78 STATE 100020, 78 STATE 91084, 78 LIMA 3167 

Retention: 0 

Review Action: RELEASED, APPROVED 
Review Content Flags: 

Review Date: 25 jul 2005 
Review Event: 

Review Exemptions: n/a 
Review Media Identifier: 

Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
SAS ID: 2894357 
Secure: OPEN 
Status: NATIVE 
Subject: PERU AND THE IMF 
TAGS: EFIN, MASS, PE, US, IMF 
To: STATE 
Type: TE 

vdkvgwkey: odbc://SAS/SAS.dbo.SAS_Docs/8f1 cefa9-c288-dd1 1 -92da-001 cc4696bcc 
Review Markings: 

Sheryl P. Walter 
Declassified/Released 
US Department of State 
EO Systematic Review 
20 Mar 2014 

Markings: Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 


Sheryl P. Walter Declassifled/Released US Department of State EO Systematic Review 20 Mar 2014 



